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,QWURGXFWLRQ
2QHRIWKHWD[HVFROOHFWHGLQWKH&]HFK5HSXEOLFLVVLPLODUO\WRPDQ\RWKHUFRXQWULHVFRUSRUDWHLQFRPHWD[$
VLJQLILFDQWIHDWXUHRIWKLVWD[LVWKHIDFWLWLVOLQNHGWRILQDQFLDODFFRXQWLQJWKHWD[EDVHRISD\HUVNHHSLQJDFFRXQWVLV
DVVHVVHGRQWKHEDVLVRIWKHLUDFFRXQWLQJSURILWEHIRUHWD[ZKLFKLVVXEVHTXHQWO\DGMXVWHGE\LQFOXGLQJRUH[FOXGLQJ
FHUWDLQLWHPV
7KH FRQFHSWXDO TXHVWLRQ WKDW DULVHV LQ WKLV FRQWH[W LV WKH GLVFXVVLRQZKHWKHU WKH VDPH SULQFLSOHV DSSO\ZKHQ
FRQYHUWLQJWKHDFFRXQWLQJSURILWLQWRWKHWD[EDVHDVLQWKHFDVHRIDFFRXQWLQJ7KHUHIOHFWLRQVLQFOXGHGLQWKLVDUWLFOH
DUHGHWHUPLQHGE\WKHODWHVWGHFLVLRQPDNLQJRIWKH6XSUHPH$GPLQLVWUDWLYH&RXUWZKLFKKDVZKHQLVVXLQJUXOLQJV
LQVRPHVSHFLILFFDVHVLQWKHUHFHQW\HDUVFRQVLGHUHGWKHUHODWLRQRIWKHDFFRXQWLQJSURILWDQGWKHLQFRPHWD[EDVH
SD\LQJVSHFLDODWWHQWLRQ WRZKHWKHU WKHZKROH UHYHQXHVRIDQDFFRXQWLQJXQLWDUHFRQFHSWXDOO\ LQFOXGHG LQ WKH WD[
EDVHQDWXUDOO\XQOHVVGLIIHUHQWSURYLVLRQVDSSO\HJLIDQLQFRPHLVWD[H[HPSWRUQRW
7KLVDUWLFOHLVDLPHGDWDVVHVVLQJWKHFRUSRUDWHLQFRPHWD[EDVHLQWKH&]HFK5HSXEOLFIURPWKLVSHUVSHFWLYH7KH
SDSHU LVRUJDQL]HG LQ WKHIROORZLQJPDQQHU&KDSWHUGHDOVZLWKFRQVWLWXWLRQDODQG OHJDODVSHFWVRI WKHFRUSRUDWH
LQFRPHWD[EDVH&KDSWHUGLVFXVVHVJHQHUDOQRWHVRQWKHFRQVWUXFWLRQRIFRUSRUDWHLQFRPHWD[EDVH&KDSWHUWKH
FUXFLDOSDUWRIWKHSDSHUGLVFXVVHVWKHDSSOLFDWLRQRIWKHDFFUXDOSULQFLSOHRIFRUSRUDWHLQFRPHWD[DWLRQ$WWKHHQG
RIRXUDUWLFOHZHRIIHUDFRQFOXVLRQVXPPDUL]LQJRXUILQGLQJV
)RU WKHSXUSRVHRIZULWLQJWKLVDUWLFOHZHXVHGTXDOLWDWLYHPHWKRGRORJ\:HKDYHVWXGLHGD OLWHUDWXUHDQGRWKHU
VRXUFHVDQGZHGLVFXVVWKHPLQWKHFRQWH[WRIRXURZQUHVHDUFK:HKDYHDOVRXVHGDFRPSDUDWLYHDQDO\VLV
%ULHIO\RQ/HJDO$VSHFWVRI7D[&ROOHFWLRQLQWKH&]HFK5HSXEOLF
7D[LVXVXDOO\GHILQHGDVDPDQGDWRU\SD\PHQWWRWKHSXEOLFEXGJHWWKDWLVQRQUHIXQGDEOHQRQHTXLYDOHQWDQG
ZKLFK SXUSRVH LV QRW VSHFLILHG .XEiWRYi  SRU9DQþXURYi ±/iFKRYi  SS $VZH GHILQHG
HDUOLHU 0ROtQ -LUiVNRYi  JLYHQ WKDW E\ WD[LQJ HQWLWLHV WKH VWDWH GH IDFWR WDNHV DZD\ D SRUWLRQ RI WKHLU
SURSHUW\ZKLFKPD\JHQHUDOO\VHHPOLNHDQLQWHUIHUHQFHLQWKHLUIXQGDPHQWDOULJKWVDQGIUHHGRPVLWLVQHFHVVDU\WR
H[DPLQH WKH FRQVWLWXWLRQDO GLPHQVLRQ RI WD[ FROOHFWLRQ ,Q WKH&]HFK5HSXEOLF WKH UHVROXWLRQ RI WKLV SUREOHPLV
EDVHGRQWKHPD[LPHPERGLHGLQ$UWLFOHDQGRIWKH&RQVWLWXWLRQRIWKH&]HFK5HSXEOLF&RQVWLWXWLRQDO$FW
1R&ROODVDPHQGHG$FFRUGLQJWRWKHVH$UWLFOHVWKHVWDWHSRZHUFDQRQO\EHH[HUFLVHGLQFDVHVZLWKLQ
WKHERXQGVDQGE\ WKHPHDQVVWLSXODWHGE\ ODZXQOLNH WKHDFWLRQVRIFLWL]HQVZKRFDQGRHYHU\WKLQJ WKDW LVQRW
SURKLELWHGE\ ODZ7LHG WR WKLV UXOH LV WKHSURYLVLRQRI$UWLFOH RI WKH&KDUWHURI)XQGDPHQWDO5LJKWV DQG
)UHHGRPV&RQVWLWXWLRQDO$FW1R&ROODVDPHQGHG IURPZKLFK LW IORZVH[SUHVVLVYHUELV WKDW WD[HVDQG
IHHVFDQRQO\EH LPSRVHGE\DQDFW7KH&KDUWHURI)XQGDPHQWDO5LJKWVDQG)UHHGRPVGRHVQRWGHILQH WKH WHUPV
³WD[´DQG³IHH´LQGHWDLODQGGRHVQRWHQXPHUDWHZKDWWD[HVDQGIHHVFDQEHFROOHFWHG+RZHYHUDV3DYOtþHN
SSRLQWVRXW WKHVRYHUHLJQW\RIDVWDWHGRHVQRWJLYH WKHVWDWH WKHRSWLRQ WR LPSRVHDQ\ WD[HVDOEHLWRQ WKH
EDVLVRIDQDFWEXWLQWKHWD[DUHDWKHODZJLYLQJERG\PXVWEDVHLWVGHFLVLRQRQREMHFWLYHDQGUDWLRQDOFULWHULD
,QWKHFRQWH[WRIWKHOHJDOUHJXODWLRQRIWD[DWLRQZHPXVWNHHSLQPLQGWKDWDVWDWHSURIHVVLQJWKHUXOHRIODZLV
REOLJHGWRIRUPXODWHOHJDOSURYLVLRQVLQFOXGLQJWD[ODZVDVWLJKWO\DVSRVVLEOH,IWKHVWDWHLVXQDEOHWRGRVRWKH
SUREOHPLVRQLWVEHKDOI0HO]HUS)URPWKLVIORZVWKHUHTXLUHPHQW³LQGXELRPLWLXV´ZKLFKPHDQVWKDW
LQ WKHHYHQWRIGRXEW D VSHFLILFSURYLVLRQKDV WREH LQWHUSUHWHG OHVV VWULFWO\ LH LQ IDYRXURI WKHSUHIHUUHGSDUW\
XVXDOO\WKHDGGUHVVHHRIWKHSRZHUEDVHGDFWLRQRIWKHVWDWHWKDWLVWKHWD[SD\HU0HO]HUSDVVHUWVWKDW
³,IZHDUHLQWKHFDVHRIOHJDOGRXEWVDXWKQRWHWRGHFLGHEHWZHHQDQLQWHUSUHWDWLRQWKDWLVIDYRXUDEOHIRUWKHVWDWH
DQGRQHWKDWLVIDYRXUDEOHIRUWKHDGGUHVVHHVRIDOHJDOUHJXODWLRQZHPXVWRSWIRUWKHVHFRQGRSWLRQ´0RUHRYHUKH
FRQFOXGHV³DFWXDOO\WKHUHDVRQIRUOHJLWLPLVDWLRQLVWKHSURWHFWLRQRIOHJDOFHUWDLQW\´,IWKHDGGUHVVHHRIUHJXODWLRQ
LQWHUSUHWVDFHUWDLQSURYLVLRQDWOHDVWZLWKLQWKHERXQGVRIDQREMHFWLYHO\UHFHQWLQWHUSUHWLYHWDUJHWPHWKRGRORJLFDOO\


6LPLODUSDWWHUQLVH[SHULHQFHGLQRWKHU(XURSHDQFRXQWULHVDVZHOOHJ.PHFSDQGII
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FRUUHFWO\VKHKDVWKHOHJLWLPDWHH[SHFWDWLRQJRRGIDLWKWKDWLIVKHDFWVLQOLQHZLWKWKDWLQWHUSUHWDWLRQVKHDFWV
LQOLQHZLWKWKHODZ´
*HQHUDO1RWHVRQ&RUSRUDWH,QFRPH7D[DQG&DOFXODWLRQRI7D[%DVH
,WFHUWDLQO\LVDZHOONQRZQIDFWWKDWRQHRIWKHWD[HVLPSRVHGLQWKH&]HFK5HSXEOLFRQSD\HUVLVWKHFRUSRUDWH
LQFRPHWD[EDVHZKLFKWRJHWKHUZLWKQDWXUDOSHUVRQLQFRPHWD[LVGHILQHGLQDVLQJOHDFW$FW1R&ROO
RQ,QFRPH7D[DVDPHQGHGKHUHLQDIWHUDOVRUHIHUUHGWRDVWKH³,QFRPH7D[$FW´7KHVXEMHFWRIWKHWD[LVGHILQHG
LQWKHSURYLVLRQRI$UWRIWKH,QFRPH7D[$FWZKLFKUHDGVWKDWWKHVXEMHFWRIWKHWD[LV³DOODQGDQ\LQFRPH
RIDFWLYLW\DQGKDQGOLQJRISURSHUW\XQOHVVVWDWHGRWKHUZLVH³
$WWKHVDPHWLPHZHVKRXOGDOVRGLVFXVVWKHGHILQLWLRQRIWKHWD[EDVH7KHDQVZHUOLHVLQWKHSURYLVLRQRI$UW
RIWKH,QFRPH7D[$FWZKLFKJHQHUDOO\GHILQHVWKDWWKHWD[EDVHLVWKHGLIIHUHQFHE\KRZPXFKWKHLQFRPHZLWK
WKHH[FHSWLRQRI LQFRPHWKDW LVQRWVXEMHFW WR WD[DWLRQDQG LQFRPHH[HPSWIURPWD[H[FHHGVH[SHQGLWXUHVFRVWV
ZLWKUHJDUGVWRWKHLUIDFWXDODQGWLPHFRQQHFWLRQLQDJLYHQWD[DEOHSHULRG,QWKLVFRQWH[WLWLVLPSRUWDQWWRPHQWLRQ
DSURYLVLRQRI$UWKRI WKH,QFRPH7D[$FWVSHFLI\LQJWKDW LQ WKHFDVHRI WKHSD\HUZKRLVFRQVLGHUHGWREHDQ
DFFRXQWLQJXQLWWKLVLQFRPHLVUHYHQXHDQGWKHVHH[SHQGLWXUHVDUHH[SHQVHV:LWKUHVSHFWWRWKDWZHPXVWQRWHWKDW
XQWLO'HFHPEHUWKHOHJDOUHJXODWLRQZDVGLIIHUHQW³7KHWD[EDVHLVWKHGLIIHUHQFHE\ZKLFKLQFRPHZLWK
WKH H[FHSWLRQ RI LQFRPH WKDW LV QRW VXEMHFW WR WD[ DQG LQFRPH H[HPSW IURP WD[ H[FHHGV H[SHQGLWXUHV FRVWV
UHVSHFWLQJWKHLUIDFWXDODQGWHPSRUDOOLQNVLQDJLYHQWD[DEOHSHULRGDGDSWHGSXUVXDQWWRWKHSDUDJUDSKVEHORZ´7KH
UHDVRQVIRUWKHFKDQJHLQOHJDOUHJXODWLRQDVRI-DQXDU\UHVSHFWLYHO\DVRI-DQXDU\$UWKRIWKH
,QFRPH7D[$FWDQGWKHDXWKRUV¶RSLQLRQRQWKHFKDQJHDUHGLVFXVVHGODWHU
7KHDFFRXQWLQJSURILWEHIRUHWD[ZKLFKLVXVHGDVDEDVLVZKHQFDOFXODWLQJWKHWD[EDVHLVVXEVHTXHQWO\DGMXVWHG
LQFOXGLQJPDQ\YDULRXV LWHPV WKH VWUXFWXUHRIFDOFXODWLQJ WKH WD[EDVH LV VKRZHG LQ&KDUW7KH LPSRUWDQFHRI
WKHVHLWHPVKDVSUHYLRXVO\EHHQGLVFXVVHGE\LQWHUDOLD9tWHNRU0HM]OtN9tWHNDQG5RH7KH\IRXQG
WKDWWKHDPRXQWRILWHPVLQFUHDVLQJRUGHFUHDVLQJWKHDFFRXQWLQJSURILWKDGUHFHQWO\EHHQPRUHVLJQLILFDQWWKDQWKH
DFFRXQWLQJSURILW LWVHOIDQGVLQFH WKH WRWDORI WD[DGMXVWPHQWV WRDFFRXQWLQJSURILWKDVJURZQGUDPDWLFDOO\
DQGLVQRZVLJQLILFDQWO\DIIHFWLQJFRUSRUDWHLQFRPHWD[UHYHQXHVLQWKH&]HFK5HSXEOLF

7DEOH6WUXFWXUHRIWKHLQFRPHWD[EDVHIRUDFFRXQWLQJXQLWV
3URILWORVVEHIRUHWD[
± ([HPSWLQFRPH
± ,QFRPHQRWLQFOXGHGLQWKHWD[EDVHLQFOXGLQJVHSDUDWHWD[
EDVHV
± 1HWWLQJRIUHVHUYHVDQGDGMXVWPHQWVQRWUHFRJQLVHGDV
WD[DEOH
 $FFRXQWLQJFRVWVWKDWDUHQRWUHFRJQLVHGDVWD[GHGXFWLEOH
FRVWV
± (OLPLQDWLRQRISRVWHGLWHPVWKDWDUHRQO\LQFOXGHGLQWKH
WD[EDVHLIWKH\KDYHEHHQSDLG
  7D[EDVH
6RXUFH9DQþXURYi±/iFKRYiS

,QWKLVFRQWH[WZHZRXOGDOVROLNHWRGLVFXVVDLPRIWD[V\VWHPLQFRPSDULVRQZLWKDLPRIILQDQFLDOUHSRUWLQJ
:HFDQFODLPWKDWWKHDLPRIWKHWD[V\VWHPLVLQVLPSOHWHUPVWD[FROOHFWLRQ)LQDQFLDODQGWD[DFFRXQWLQJFDQQRW
EHXQLILHGEHFDXVHWKH\KDYHGLIIHUHQWREMHFWLYHV WKH\DUHVXEMHFW WRGLIIHUHQWUXOHVDQGVHUYHGLIIHUHQWSXUSRVHV
)RU DGGLWLRQDO REMHFWLYHV RI WKH WD[ V\VWHPRI WKH FRXQWU\ FDQEH FRQVLGHUHG LQ SDUWLFXODU RSWLPDO DOORFDWLRQ RI
UHVRXUFHVEHWZHHQSXEOLF DQGSULYDWH FRQVXPSWLRQ UHGLVWULEXWLRQRI LQFRPH WKURXJK WD[HV DQG WUDQVIHUSD\PHQWV
DQGVWDELOL]HWKHHFRQRP\-DPHV
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7KH REMHFWLYHV RI ILQDQFLDO UHSRUWLQJ DUH TXLWH GLIIHUHQW IURP WKRVH RI WKH WD[ V\VWHP )UDPHZRUN ,$6%
,QWHUQDWLRQDO$FFRXQWLQJ6WDQGDUGV%RDUGVWDWHVWKDWWKHREMHFWLYHRIILQDQFLDOUHSRUWLQJLVWRSURYLGHLQIRUPDWLRQ
DERXWWKHILQDQFLDOSRVLWLRQSHUIRUPDQFHDQGFKDQJHVLQILQDQFLDOSRVLWLRQRIWKHHQWHUSULVHWKDWLVXVHIXOWRDZLGH
UDQJHRIXVHUVDQGSHUIRUPHFRQRPLFGHFLVLRQV$LVELWW

'LVFXVVLRQRIWKH7HUP³,QFRPH´DQG$SSOLFDWLRQRIWKH$FFUXDO3ULQFLSOHLQ,QFRPH7D[DWLRQ
$VZHPHQWLRQHG DERYH WKH VXEMHFW RI WKH FRUSRUDWH LQFRPH WD[ LV DOO LQFRPH IURP DFWLYLW\ DQG KDQGOLQJ RI
SURSHUW\LQWKHFDVHRIDSD\HUZKRLVDQDFFRXQWLQJXQLWWKLVLQFRPHLVUHYHQXH+HUHZHVKRXOGDVNWKHTXHVWLRQ
ZKHWKHU WKH WHUP³LQFRPH´ HTXDOV DFFRUGLQJ WR WKH ,QFRPH7D[$FW WR WKH WHUP³UHYHQXH´ZKHQ VSHDNLQJRI DQ
DFFRXQWLQJFDWHJRU\QDWXUDOO\XQOHVVGHILQHGRWKHUZLVHLQDSDUWLFXODUFDVH
6LPLODUTXHVWLRQVKDYHEHHQGLVFXVVHGLQWKHSDVWDQGWKH\ZHUHDOVRWKHVXEMHFWRIGHFLVLRQPDNLQJVFRQFHUQLQJ
UXOLQJVE\WKH6XSUHPH$GPLQLVWUDWLYH&RXUW7KH6XSUHPH$GPLQLVWUDWLYH&RXUWGHDOWZLWKWKHWHUP³LQFRPH´RQ
VHYHUDORFFDVLRQVDQG LW DOZD\VHPSKDVLVHG WKDW LQRUGHU WR FRQVLGHU LW ³LQFRPH´DVD VXEMHFWRI LQFRPH WD[ WKLV
LQFRPHKDVWREHDFWXDOO\UHIOHFWHGLQWKHSURSHUW\RIWKHWD[SD\HU(JLQLWV-XGJHPHQW1R$IVRI
6HSWHPEHUWKH6XSUHPH$GPLQLVWUDWLYH&RXUWFRQFOXGHGWKDWWD[GXW\PD\EH³MXVWEDODQFHEHWZHHQWKH
LQWHUHVWRIVRFLHW\DQGIXQGDPHQWDOULJKWVDQGIUHHGRPVRIDSHUVRQRQO\LILWLVGHULYHGIURPDFWXDO³LQFRPH´WKDW
EULQJV WKH WD[HG HQWLW\ DQ DFWXDO LQFUHDVH UHYHQXH SURILW EHQHILW RWKHU DVVHW LQFUHDVH ZKHWKHU LQ WKH IRUP RI
ILQDQFLDODFFUXDOVRUWKHLUHTXLYDOHQWVDQGZKLFKPXVWEHDFWXDOO\PDQLIHVWLQWKHDFWXDOOHJDOVSKHUHRIWKHHQWLW\
)XUWKHUPRUH WKLV LQFRPHPXVW QRW EH H[HPSW IURP WD[´ ,Q FRQQHFWLRQZLWK WKLV SHUFHSWLRQ WKH6XSUHPH&RXUW
H[SOLFLWO\GHDOWZLWKWKHUHODWLRQEHWZHHQWKHDFFRXQWLQJFDWHJRU\RIUHYHQXHDQGLQFRPHDVDVXEMHFWRILQFRPHWD[
RQ RWKHU RFFDVLRQ LQ LWV -XGJHPHQW 1R  $IV  RI  -DQXDU\  ,W LQIHUUHG WKDW WD[DEOH UHYHQXH
HQWHULQJWKHWD[EDVHPXVWEH³DQLQFRPHUHYHQXHFRPSOLDQWZLWKWKHGHILQLWLRQRI6HFWLRQRIWKH,QFRPH
7D[$FW7KDWPHDQVWKDWDQLQFRPHLVRQO\WD[DEOHSXUVXDQWWRWKH,QFRPH7D[$FWLIWKHLQFRPHUHYHQXHFRPHV
IURPDQDFWLYLW\RU IURPGLVSRVLWLRQV IURPDVVHWV7KDW DIWHUDOO FRUUHVSRQGV WR WKH LQFRPHWD[FRQFHSW± WD[LQJ
HFRQRPLFDFWLYLW\UDWKHUWKDQDVVHWVXEVWDQFH´
7KH HVVHQWLDO SUDFWLFDO FDVH WKDW LQFOXGHG WKH DERYH VWDWHG FRQVLGHUDWLRQV FRQFHUQHG VRFDOOHG QRQUHDOLVHG
H[FKDQJHUDWHGLIIHUHQFHV UHFRJQL]HG LQSURILW DQG ORVV VWDWHPHQW ,QDFDVHRIDGLVSXWHEHWZHHQDSD\HUDQG WKH
*HQHUDO)LQDQFLDO'LUHFWRUDWHRIWKH&LW\RI3UDJXHFRQFHUQLQJZKHWKHUDQRQUHDOLVHGH[FKDQJHUDWHJDLQLQFRPH
IURPDFUHGLWGHQRPLQDWHGLQDIRUHLJQFXUUHQF\LVDWWKHVDPHWLPHDQLQFRPHWKDWLVVXEMHFWWRFRUSRUDWHLQFRPH
WD[ 7KH 6XSUHPH$GPLQLVWUDWLYH &RXUW FRQFOXGHG WKDW LQ WKDW SDUWLFXODU FDVH LW ZDV QRW ,Q WKH GHFLVLRQ RI WKH
6XSUHPH$GPLQLVWUDWLYH&RXUW-XGJHPHQW1R$IVRI$SULOWKH&RXUWDUJXHVWKDW³DFKDQJH
LQDQH[FKDQJHUDWHLQLWVHOIGRHVQRWPHDQWKDWWKHFRPSODLQDQWDFKLHYHGDQLQFRPHLQWKHIRUPRIDVDYLQJLQWKH
WD[DEOH SHULRG FRQFHUQHG PHDQLQJ WKDW LW ZRXOG H[SHQG IHZHU FURZQV RQ WKH UHSD\PHQW RI LWV REOLJDWLRQ ,Q
HFRQRPLFDQGOHJDOWHUPVWD[DWLRQRIH[FKDQJHUDWHGLIIHUHQFHVEHIRUHWKH\DUHDFWXDOO\UHDOLVHGKDVQRIRXQGDWLRQ
LWLVRQO\ILFWLWLRXV³LQFRPH´,QHVVHQFHLWLVDQH[SUHVVLRQRIWKHYDOXHRIDVVHWVUDWKHUWKDQDQDFWXDOLQFRPHRU
UHYHQXHWKHDFKLHYHPHQWRIZKLFKLVWKHUHVXOWRIWKHDFWLYLW\RIWKHWD[HQWLW\RURILWVGLVSRVLWLRQVZLWKLWVDVVHWV
6HFWLRQ RI WKH ,QFRPH7D[$FW7KH VRXUFHRI WD[DWLRQ LV IDFWXDOO\ WKHSD\HU¶VRZQDVVHWVZKLFK LV QRW
FRPSOLDQWZLWKWKHFRQFHSWRILQFRPHWD[$QLQFUHDVHGHFUHDVHLQWKHYDOXHRIDVVHWVGHSHQGVDEVROXWHO\RQIDFWV
LQGHSHQGHQWRI WKHZLOORI WKH WD[HQWLW\ZKLFKDUHYDULDEOH LQ WLPH LHRQ WKHFXUUHQWFXUUHQF\UDWH LHRQ WKH
SROLF\RIWKHVWDWH$FXUUHQF\FRQYHUVLRQRQO\H[SUHVVHVWKHFXUUHQWYDOXHRIH[LVWLQJDVVHWVZKLFKPD\EHWRWDOO\
GLIIHUHQWWKHQH[WGDWHEXWQRWLWVDFWXDOLQFUHDVH´

7KLVGHFLVLRQRIWKH6XSUHPH$GPLQLVWUDWLYH&RXUWSURYRNHGUHDFWLRQRIH[SHUWV:HVKRXOGPHQWLRQWKHSRVLWLRQ
RI WKH 1DWLRQDO $FFRXQWLQJ &RXQFLO ZKLFK FRPPHQWHG RQ WKH DFFRXQWLQJ DVSHFWV RI WKH GHFLVLRQ ,WV PRVW
VLJQLILFDQWREMHFWLRQVPD\EHVXPPHGXSLQWKHIROORZLQJSRLQWV1DWLRQDO$FFRXQWLQJ&RXQFLO
 7KH 1DWLRQDO $FFRXQWLQJ &RXQFLO SURWHVWHG DJDLQVW WKH GHFLVLRQ RI WKH 6XSUHPH $GPLQLVWUDWLYH &RXUW
DUJXLQJ WKDW ³DFFRXQWLQJ LWVHOI PD\ LPSURYH RU LPSDLU WKH ILQDQFLDO VLWXDWLRQ ³RQ SDSHU´ ZKLOH SURILWV DUH RQO\
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YLUWXDO´,QDGGLWLRQWKHHVVHQFHRIQRQUHDOLVHGH[FKDQJHUDWHGLIIHUHQFHVOLHVLQWKHIDFWWKDWDQDFFRXQWLQJXQLWKDV
WKHGXW\WRUHYDOXDWHLWVDVVHWVDQGOLDELOLWLHVGHQRPLQDWHGLQDIRUHLJQFXUUHQF\XQOHVVDQH[FHSWLRQDSSOLHVRQWKH
VRFDOOHG ³EDODQFH VKHHW´ GD\ XVLQJ WKH H[FKDQJH UDWH RI WKH &]HFK1DWLRQDO %DQN 7KH UHVXOWLQJ H[FKDQJH UDWH
GLIIHUHQFHV LH H[FKDQJH JDLQV RU ORVVHV DUH WKHQ LQFOXGHG LQ WKH DFFRXQWLQJ SURILW HLWKHU UHFRUGHG DV D SDUW
RIUHYHQXHVLHLQWKHFDVHRIH[FKDQJHUDWHJDLQVRUH[SHQVHVLQWKHFDVHRIH[FKDQJHUDWHORVVHV:HVKRXOG
DGG WKDW WKLV VROXWLRQ LV HQWLUHO\ LQ OLQH ZLWK WKH ÄWUXH DQG IDLU YLHZ³ DFFRXQWLQJ SULQFLSOH )RU ZLGHU UHODWHG
WKHRUHWLFDODVSHFWVRIILQDQFLDOUHSRUWLQJSOHDVHVHH6NiORYi3HOiN
 ,QFOXGLQJ H[FKDQJH UDWH JDLQV DQG ORVVHV LQ WKH DFFRXQWLQJ SURILW LV HQWLUHO\ LQ OLQH ZLWK WKH DFFUXDO
SULQFLSOHDSSOLHGLQDFFRXQWLQJLHUHYHQXHVDQGH[SHQVHVDUHDFFRXQWHGLQWKHSHULRGWRZKLFKWKH\UHODWHIDFWXDOO\
DQG ZLWK WLPH ,Q WKLV FRQWH[W WKH 1DWLRQDO $FFRXQWLQJ &RXQFLO UHDFWHG WR WKH VWDWHPHQW RI WKH 6XSUHPH
$GPLQLVWUDWLYHFRXUWWKDWÄ«LQGXFLQJDILFWLRQDOVLWXDWLRQWKDWGRHVQRWUHIOHFWIDFWVVLQFHWKHDPRXQWRIOLDELOLWLHV
LQ D IRUHLJQ FXUUHQF\ UHPDLQV WKH VDPH DQG LW ZDV QRW DFWXDOO\ H[FKDQJHG IRU &]HFK FURZQV´ 7KH 1DWLRQDO
$FFRXQWLQJ &RXQFLO FRPPHQWHG RQ WKLV RSLQLRQ Ä7KH WUXWK LV WKDW WKH YDOXH RI OLDELOLWLHV RU UHFHLYDEOHV LQ D
IRUHLJQFXUUHQF\GLGQRWDFWXDOO\FKDQJHEXWWKH6XSUHPH$GPLQLVWUDWLYH&RXUWGLGQRWWDNHLQWRDFFRXQWWKHIDFW
WKDWDFFRXQWVDUHNHSW LQDFFRUGDQFHZLWKDFFRXQWLQJODZVLQ&]HFKFURZQVZKLFKDOVRDSSOLHGWR WKHDFFRXQWLQJ
SURILWZKLFKLVWKXVWD[HGLQ&]HFKFURZQVDQGLIDSSOLFDEOHGLVWULEXWHGWRWKHRZQHUV7KHUHIRUHH[SUHVVLQJWKH
H[FKDQJHUDWHLQQXPEHUVDQGVXEVHTXHQW LQFOXVLRQLQDFFRXQWV LVDQLQGLVSHQVDEOHUHYDOXDWLRQRIUHFHLYDEOHVDQG
OLDELOLWLHVWRWKHFRPSDUDEOHEDVHRQWKHEDVLVRIWKHH[FKDQJHUDWHDQQRXQFHGE\WKH&]HFK1DWLRQDO%DQNRQWKH
GD\RI WKHILQDQFLDO VWDWHPHQWDQG LW LVDQHFHVVDU\SUHFRQGLWLRQRI WKHDFFUXDOVRI WKHDFFRXQWLQJSURILW UHSRUWHG
2WKHUZLVHWKHUHZRXOGEHDULVNRIQRQDFFHSWDEOHVKLIWLQJRISURILWVEHWZHHQGLIIHUHQWSHULRGVDQGUHGLVWULEXWLRQRI
SURILWV DPRQJ RZQHUV LQ FDVH RI WKHLU FKDQJHZKLFK LV LJQRUHG E\ WKH SUHVXPSWLRQ RI WKH ³ILFWLRQDO QDWXUH´ RI
H[FKDQJHUDWHGLIIHUHQFHV³
 )URPWKHSHUVSHFWLYHRIWKHDFFUXDOSULQFLSOHDSSOLFDWLRQLQDFFRXQWLQJWKHVWDWHPHQWPDGHE\WKH6XSUHPH
$GPLQLVWUDWLYH&RXUWDFFRUGLQJWRZKLFKDSURILWPD\RQO\EHDSSUHFLDWLRQRIWKH&]HFKFURZQLQFRPSDULVRQZLWKD
IRUHLJQ FXUUHQF\ DFFRPSDQLHG E\ D SK\VLFDOPRQH\ IORZZKLFK LV KRZHYHU RQO\ HYLGHQW RQ WKH GD\ZKHQ WKH
DFWXDOWUDQVDFWLRQWDNHVSODFHDQLQVWDOPHQWUHTXLULQJOHVV&]HFKFURZQVLVTXHVWLRQDEOH
 6WULFWO\VSHDNLQJLQDFFRXQWLQJZHFDQQRWGLVWLQJXLVKUHDOLVHGDQGQRQUHDOLVHGH[FKDQJHUDWHGLIIHUHQFHV
DVWKH6XSUHPH$GPLQLVWUDWLYH&RXUWGLG³7KH6XSUHPH$GPLQLVWUDWLYHFRXUWWKXVFRQFOXGHVWKDWZHVKRXOGRQO\
GLVWLQJXLVK EHWZHHQ H[FKDQJH UDWH GLIIHUHQFHV UHVXOWLQJ IURP UHFDOFXODWLRQ DQG WKH DFWXDO H[FKDQJH UDWH JDLQV RU
ORVVHV³
1HYHUWKHOHVVZHEHOLHYHWKDWWKHFLWHGGHFLVLRQRIWKH6XSUHPH$GPLQLVWUDWLYH&RXUWQHHGVWREHFRQVLGHUHGLQD
ZLGHU FRQWH[W ,Q RXU RSLQLRQ WKH FRQVHTXHQFH RI WKLV GHFLVLRQ DV ZHOO DV PDQ\ RWKHUV LV WKDW WKH 6XSUHPH
$GPLQLVWUDWLYH &RXUW GRHV QRW DFFHSW WKH FRPSOHWH DSSOLFDWLRQ RI WKH DFFUXDO SULQFLSOH LQ GLUHFW WD[DWLRQ 7KH
6XSUHPH$GPLQLVWUDWLYH&RXUWUHTXLUHVVLPLODUO\WR-DURãSWKDWLQVLWXDWLRQVZKHQGHFLGLQJZKHWKHUDQ
LQFRPHLQFOXGHGLQDFFRXQWLQJZDVDWWKHVDPHWLPHDWD[DEOHLQFRPHWKHFRQGLWLRQVRIWKHSURYLVLRQRI$UW
RIWKH,QFRPH7D[$FWDUHPHW,QRWKHUZRUGVLWPXVWEHDQ³LQFRPHIURPDFWLYLW\´RUDQ³LQFRPHIURPKDQGOLQJ
SURSHUW\´ZKLFKDFFRUGLQJWRWKHRSLQLRQRIWKH6XSUHPH$GPLQLVWUDWLYH&RXUWKDVQRWEHHQWKHFDVHDVLWJRHVRQ
WR FRQFOXGH WKDW QRQUHDOLVHG H[FKDQJH UDWH GLIIHUHQFHV DUH QRW D WD[DEOH LQFRPH VLQFH WKH\ DUH WKH UHVXOW RI
UHFDOFXODWLRQDQGWKH\GRQRWKDYHDQ\UHOHYDQWEDVLVLQKDQGOLQJSURSHUW\RSHUDWLRQVRIDEXVLQHVVHQWLW\DQGWKH\
GRQRWKDYHDQ\LPSDFWRQWKHHFRQRPLFSHUIRUPDQFHLHWKHDFFRXQWLQJSURILW6XFKJDLQVDQGORVVHVDUHGHIDFWR
RQO\ILFWLRQDO
,QWKLVFRQWH[WLWLVYHU\LPSRUWDQWWRGLVFXVVWKHUHODWLRQVKLSEHWZHHQILQDQFLDODFFRXQWLQJDQGLQFRPHWD[DWLRQ
LQ WKH &]HFK5HSXEOLF /HW XV VWDUW KRZHYHUZLWK GHVFULELQJ OHJDO DVSHFWV FRQFHUQLQJ DFFRXQWLQJ LQ WKH &]HFK
5HSXEOLF0RVW LPSRUWDQWO\ DFFRXQWLQJ LV UHJXODWHG E\ WKH$FFRXQWLQJ$FW LH$FW1R &ROO ,Q WKLV


:HVKDOODGGWKDWQRQUHDOLVHGH[FKDQJHUDWHGLIIHUHQFHVKDYHQRWDOZD\VEHHQUHSRUWHGLQWKLVZD\LQDFFRXQWLQJIROORZLQJ&]HFKDFFRXQWLQJ
UHJXODWLRQVLQWKHSDVWQRQUHDOLVHGH[FKDQJHUDWHGLIIHUHQFHVZHUHUHSRUWHGLQWKHEDODQFHVKHHWQRWLQWKHSURILWDQGORVVVWDWHPHQW
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UHVSHFWWKLVUHJXODWLRQKDVWKHSRZHURIDODZZKLFKWDNHVSODFHLQWKHIRUPRIDVWDQGDUGOHJLVODWLYHSURFHVV7KH
$FFRXQWLQJ$FW GHILQHV WKH VFRSH RI DFFRXQWLQJ SHUVRQV REOLJHG WR NHHS DFFRXQWV VRFDOOHG DFFRXQWLQJ XQLWV
TXDOLWDWLYH UHTXLUHPHQWVFRQFHUQLQJ WKH ILQDQFLDO VWDWHPHQWDFFRXQWLQJERRNVDQGGRFXPHQWVYDOXDWLRQPHWKRGV
SURFHVVHVZKHQLQYHQWRU\LQJDVVHWVDQGOLDELOLWLHVFRPSLOLQJLQGLYLGXDODQGFRQVROLGDWHGILQDQFLDOVWDWHPHQWDQGLWV
DXGLWDQGRWKHUVXEVWDQWLDO IDFWV7KLV OHJLVODWLRQ LV IROORZHGE\VXERUGLQDWH OHJLVODWLRQ LQ WKHIRUPRIUHJXODWLRQV
LVVXHG E\ WKH0LQLVWU\ RI )LQDQFH RI WKH &]HFK 5HSXEOLF 7KH0LQLVWU\ RI )LQDQFH LVVXHV WKHVH UHJXODWLRQV IRU
GLIIHUHQW W\SHV RI VXEMHFWV HJ IRU HQWUHSUHQHXUV 5HJXODWLRQ1R &ROO IRU EDQNV DQG RWKHU ILQDQFLDO
LQVWLWXWLRQV 5HJXODWLRQ1R &ROO HWF ,Q DGGLWLRQ WR WKH ODZV RQ DFFRXQWLQJ DQG UHOHYDQW UHJXODWLRQV
WKHUHLVDOVRDWKLUGOHYHOFRQVLVWLQJRI&]HFKDFFRXQWLQJVWDQGDUGV&XUUHQWO\&]HFKDFFRXQWLQJVWDQGDUGVDUHDOVR
LVVXHGE\WKH0LQLVWU\RI)LQDQFHRIWKH&]HFK5HSXEOLF
,Q WKH FRQWH[W RI WKH OHJLVODWLRQ FRQFHUQLQJ DFFRXQWLQJ LQ WKH &]HFK 5HSXEOLF DQ LPSRUWDQW IDFW LV WKDW D
GHILQLWLRQRIEDVLF WHUPVLVPLVVLQJ WKHUHIRUHZHODFNWKHGHILQLWLRQRIHJDVVHWV OLDELOLWLHVUHYHQXHVH[SHQVHV
HWF 7KH ODFN RI IXQGDPHQWDO GHILQLWLRQ UHVXOWV LQWHU DOLD LQ WKH IDFW WKDW D VSHFLILF WHUP LV RQO\ GHILQHG E\
H[HPSODU\ OLVWLQJV (J GHFLVLRQ PDNLQJ FRQFHUQLQJ ZKHWKHU D SDUWLFXODU H[SHQGLWXUH ZLOO EH UHFRJQL]HG DV D
FRPSRQHQWRIWKHSXUFKDVHSULFHRIDVVHWRULILWZLOOEHUHSRUWHGLQWKHSURILWDQGORVVVWDWHPHQWLVQRWGHWHUPLQHG
E\DQ\JHQHUDOGHILQLWLRQVEXWRQO\E\DOLVWRIDOOLWHPVWKDWDUHRUDUHQRWDOORZDEOHWREHLQFOXGHGLQWKHSXUFKDVH
SULFHVHH$UWRI5HJXODWLRQ1R&ROO7KLVOHDGVXVWRWKHYHU\FRUHRIWKHFRQVLGHUDWLRQVDQGDWWKH
VDPHWLPHWKHPRVWTXHVWLRQDEOHLVVXHRIOHJDOUHJXODWLRQFRQFHUQLQJDFFRXQWLQJLQWKH&]HFK5HSXEOLF3UHVXPLQJ
WKH OHJDOGHILQLWLRQVRIEDVLF WHUPV DUHPLVVLQJ DQG VXERUGLQDWH OHJDO VWDQGDUGV DUHXVHG IRU WKHGHFLVLRQPDNLQJ
FRQFHUQLQJ WKH UHSRUWLQJ RI SDUWLFXODU LWHPV ZH PD\ FRQFOXGH WKDW GHFLVLRQ PDNLQJ DERXW UHSRUWLQJ RI PDQ\
WUDQVDFWLRQVLVQRWLQWKHKDQGVRIODZPDNHUVEXWUDWKHULQWKHKDQGVRIH[HFXWLYHSRZHULQWKLVFDVHUHSUHVHQWHGE\
WKH0LQLVWU\RI)LQDQFHRIWKH&]HFK5HSXEOLF7KHUHIRUHWKH0LQLVWU\RI)LQDQFHDOVRKDVFRQWURORYHUWKHUXOHVIRU
DVVHVVLQJWKHDFFRXQWLQJSURILW
$VZHPHQWLRQHGDERYH WKLVDFFRXQWLQJSURILWEHIRUHWD[ LVVXEVHTXHQWO\XVHGDVDEDVLVIRUGHWHUPLQLQJWKH
FRUSRUDWH LQFRPH WD[ EDVH ,Q WKLV UHJDUG LW LV PRUH WKDQ HVVHQWLDO WKDW WKH ,QFRPH 7D[ $FW GHILQHV WKDW WKH
DFFRXQWLQJSURILWDOZD\VKDVWREHDVVHVVHGLQDFFRUGDQFHZLWK&]HFKDFFRXQWLQJUHJXODWLRQV0RUHRYHULWH[SOLFLWO\
GHILQHVWKDWDSD\HUFRPSLOLQJWKHILQDQFLDOVWDWHPHQWDFFRUGLQJWRWKH,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV
UHJXODWHGE\WKHODZRI(XURSHDQ&RPPXQLWLHVVKDOOEHXVHGIRUWKHSXUSRVHRIWKH,QFRPH7D[$FWIRUDVVHVVLQJ
WKH DFFRXQWLQJ SURILW DQG D VSHFLDO OHJDO UHJXODWLRQ LH VRPH RI WKH DERYH PHQWLRQHG UHJXODWLRQV FRQFHUQLQJ
DFFRXQWLQJLVVXHGE\WKH0LQLVWU\RI)LQDQFHRIWKH&]HFK5HSXEOLFLVXVHGIRUDVVHVVLQJRWKHUGDWDUHOHYDQWWRWKH
GHWHUPLQDWLRQ RI WKH DFFRXQWLQJ SURILW DQG IRU GHWHUPLQLQJ RWKHU GDWD UHOHYDQW WR WKH WD[ EDVH FDOFXODWLRQ 7KLV
PDNHV LW H[SOLFLWO\ LPSRVVLEOH IRU WKH SD\HUV XVLQJ WKH ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV WR XVH WKH
DFFRXQWLQJSURILWGHWHUPLQHGLQDFFRUGDQFHZLWKWKHVHVWDQGDUGVZKHQGHWHUPLQLQJWKHLUFRUSRUDWHLQFRPHWD[EDVH
,Q WKLVFRQWH[WZHZRXOG OLNH WR UHIHU WR LQWHUHVWLQJGLVFXVVLRQRQDSRVVLELOLW\ WKHDFFRXQWLQJSURILWDFFRUGLQJ WR
,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGVWREHDFRUSRUDWHLQFRPHWD[EDVH3URFKi]ND
,W LV DFWXDOO\ WKLV VLWXDWLRQ RI ILQDQFLDO DFFRXQWLQJ UHJXODWLRQ LQ WKH&]HFK5HSXEOLF LH WKH GHFLVLRQPDNLQJ
DERXWWKHDFFRXQWLQJPHWKRGDQGUHSRUWLQJRIPDQ\LWHPVLVLQWKHKDQGVRIWKH0LQLVWU\RI)LQDQFHRIWKH&]HFK
5HSXEOLFZKDWFDXVHVSUREOHPVZKHQ LWFRPHV WRGLUHFW WD[DWLRQ+HUHZHPD\UHIHU WR&KDSWHURI WKLVDUWLFOH
ZKHUHZHGLVFXVVHGFRQVWLWXWLRQDODQGOHJDODVSHFWVRIWD[DWLRQLHWKDWWD[HVPD\RQO\EHLPSRVHGRQWKHEDVLVRI
WKHODZ$VWKH6XSUHPH$GPLQLVWUDWLYH&RXUWVWDWHVLQLWV-XGJHPHQW1R$IVRI-DQXDU\³LW
LV DEVROXWHO\ LPSHUPLVVLEOH IRU WKH VXEMHFW RI WD[DWLRQ LH WKH LWHP WKDW LV WR EH WD[HG DQG WDNHQ DZD\ IURP DQ
LQGLYLGXDO WR EH GHWHUPLQHG E\ DQ\ RWKHUPHDQVZKLFK DUH QRW IXUWKHUPRUHZLWKLQ WKH ODZPDNLQJ SRZHU EXW
ZLWKLQWKHH[HFXWLYHSRZHU,QWKDWFDVHWKHFRQVWLWXWLRQDOSULQFLSOHRIGLYLVLRQRISRZHUVLVYLRODWHG
:HEHOLHYHZHFDQ LQIHU IURPWKHVHDUJXPHQWV WKDW WKHDFFUXDOSULQFLSOHDSSOLHG LQDFFRXQWLQJFDQQRWEH IXOO\
DSSOLHGLQWKHILHOGRIGLUHFWWD[DWLRQLQWKH&]HFK5HSXEOLF7KLVFRQFOXVLRQDOVRFRQFHUQVWKHFXUUHQWIRUPXODWLRQ


)RUJOREDODVSHFWVRI,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV9DOiãNRYi
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RIWKH,QFRPH7D[$FWDFFRUGLQJWRZKLFKDVZHPHQWLRQHGDERYHDQLQFRPHRIDSD\HUDQDFFRXQWLQJXQLWLV
WKH DFFRXQWLQJ UHYHQXH DV LW LV QRZ VSHFLILHG LQ WKH UXOHV FRQFHUQLQJ WKH WD[ EDVH DVVHVVPHQW7KHPHQWLRQHG
FKDQJHRIUXOHVZDVPRWLYDWHGE\WKHGHFLVLRQPDNLQJRIWKH6XSUHPH$GPLQLVWUDWLYH&RXUWZKLOHWKHLQWHQWLRQRI
WKH OHJLVODWLYH DPHQGPHQW ZDV WR HQDEOH WKH WUDQVIHUDELOLW\ RI WKH DFFUXDO SULQFLSOH IURP DFFRXQWLQJ WR GLUHFW
WD[DWLRQ,QRXURSLQLRQWKLVVROXWLRQLVLQHIILFLHQWVLQFHWKHGHILQLWLRQDFFRUGLQJWRWKH,QFRPH7D[$FWZLOOKDYHWR
EHDGKHUHGWRZKHQGHFLGLQJZKHWKHUDQDFFRXQWLQJUHYHQXHLVDWD[DEOHLQFRPH
&RQFOXVLRQ
$WD[LVXVXDOO\GHILQHGDVDPDQGDWRU\QRQUHIXQGDEOHDQGQRQHTXLYDOHQWSD\PHQWWRWKHSXEOLFEXGJHW6HHQ
IURPWKLVSHUVSHFWLYHWKHHVVHQFHRIWD[DWLRQLVWKHIDFWWKDWWKHVWDWHGHIDFWRLQWHUIHUHVLQWKHRZQHUVKLSRIGLIIHUHQW
HQWLWLHV)RUWKLVUHDVRQFRQVWLWXWLRQDODQGOHJDOUHJXODWLRQVGHILQHGWKHUHTXLUHPHQWWKDWWKHOHJLVODWLRQFRQFHUQLQJ
WD[FROOHFWLRQKDVWREHH[HFXWHGWKURXJKODZVQRWWKURXJKVXERUGLQDWHOHJDOUHJXODWLRQV
2QHRIVXFKODZVRUWD[HVFROOHFWHGLQWKH&]HFK5HSXEOLFLVWKH,QFRPH7D[$FWRUWKHFRUSRUDWHLQFRPHWD[
7KH VXEMHFW RI WKLV WD[ LV JHQHUDOO\ DOO DQG DQ\ LQFRPH IURPDQ\ W\SHRI DFWLYLW\ DQG LQFRPH IURPKDQGOLQJ DQ\
SURSHUW\XQOHVVVWDWHGRWKHUZLVH$WWKHVDPHWLPHZKHQFDOFXODWLQJWKHEDVHIRUWKLVWD[WKHDFFRXQWLQJSURILWRI
SD\HUVZKRDUHDFFRXQWLQJXQLWVLVWDNHQLQWRDFFRXQW
7KHUHODWLRQEHWZHHQWKHWD[EDVHDQGWKHDFFRXQWLQJSURILWKDVRIWHQEHHQWKHVXEMHFWRIGHFLVLRQPDNLQJRIWKH
6XSUHPH$GPLQLVWUDWLYH$FW7KLVGHFLVLRQPDNLQJSUDFWLFHPD\EHFRQVLGHUHGLQDZLGHUFRQWH[WDQGZHPD\DVN
ZKHWKHU WKH DFFUXDO SULQFLSOH DSSOLHG LQ DFFRXQWLQJ LV IXOO\ WUDQVIHUDEOH WR WD[DWLRQ HJ ZKHWKHU DOO UHYHQXHV
UHSRUWHG LQ DFFRXQWLQJ DUH DOVR LQFRPH WKDW LV VXEMHFW WR WD[DWLRQ QDWXUDOO\ XQOHVV VWDWHG RWKHUZLVH LH LI WKH
DFFUXDOSULQFLSOHLVQRWVXEVWLWXWHGE\DQRWKHUSULQFLSOHLQDJLYHQFDVHRQFDVKEDVLVDVWKHFDVHLVZLWKFRQWUDFWXDO
ILQHVHWF
:H EHOLHYH LW LV QHFHVVDU\ WR SUHVXPH WKDW  LQ DFFRUGDQFHZLWK WKH GHFLVLRQPDNLQJSUDFWLFH RI WKH6XSUHPH
$GPLQLVWUDWLYH&RXUWWKHDFFUXDOSULQFLSOHLVQRWIXOO\DSSOLHGLQWKHDUHDRIGLUHFWWD[DWLRQ7KLVLVDOVRGXHWRWKH
IDFW WKDW WKH 6XSUHPH $GPLQLVWUDWLYH &RXUW IXQGDPHQWDOO\ LQVLVWV RQ WHVWLQJ VSHFLILF UHYHQXH LH LQFRPH 7KH
VXEMHFWRI WKHFRUSRUDWH WD[ LVRQO\VXFK LQFRPHWKDW LV UHIOHFWHG LQSURSHUW\RID WD[SD\HUZKLFKPHDQV LQFRPH
ZLWKLQWKHPHDQLQJRILQFRPHWD[UHVXOWLQJIURPDFWLYLW\RUKDQGOLQJRIWKHWD[SD\HU¶VSURSHUW\
$WWKHVDPHWLPHZHFDQLQIHUWKDWWKHFXUUHQWVWDWXVTXRRIWKHUHJXODWLRQFRQFHUQLQJDFFRXQWLQJLQWKH&]HFK
5HSXEOLFLVUDWKHUTXHVWLRQDEOHZKHQVHHQIURPWKHSHUVSHFWLYHRILWVUHODWLRQWRGLUHFWWD[DWLRQ([SOLFLWO\VDLGWKH
PRVWTXHVWLRQDEOHVHHPVWREHWKHIDFWWKDWWKHVXEMHFWRIWD[DWLRQLVWREHLQIOXHQFHGE\H[HFXWLYHSRZHURIWKHVWDWH
WKURXJK D VXERUGLQDWH OHJDO UHJXODWLRQ QDPHO\ E\ GHILQLQJ PRGLI\LQJ WKH OHJLVODWLRQ FRQFHUQLQJ DFFRXQWLQJ$
FRQWUDULRZHEHOLHYH LWPD\EH LQIHUUHG WKDWDFRQVWLWXWLRQFRQIRUPLQJDSSURDFKZRXOGEH LI WKHDFFRXQWLQJUXOHV
LQFOXGLQJDOVRUXOHVFRQFHUQLQJWKHWD[EDVHDUHGHILQHGDQGPRGLILHGE\WKHSURIHVVLRQLWVHOI
$FNQRZOHGJHPHQWV
7KLVLVSDSHUKDVEHHQSUHSDUHGXQGHU,QVWLWXWLRQDOVXSSRUWRI)DFXOW\RI)LQDQFHDQG$FFRXQWLQJ8QLYHUVLW\RI
(FRQRPLFV3UDJXH,3ZKLFKDXWKRUVJUDWHIXOO\DFNQRZOHGJH
5HIHUHQFHV
$LVELWW67D[DQGDFFRXQWLQJUXOHVVRPHUHFHQWGHYHORSPHQWV,Q(XURSHDQ%XVLQHVV5HYLHZYRO1R
-DPHV67KH5HODWLRQVKLS%HWZHHQ$FFRXQWLQJDQG7D[DWLRQ,Q'LVFXVVLRQ3DSHUVLQ0DQDJHPHQW1R8QLYHUVLW\RI([HWHU
-DURã7'DĖ]SĜtMPĤSUiYQLFNêFKRVREYNRQWH[WXDNWXiOQtMXGLNDWXU\LQ(QJOLVK&RUSRUDWH,QFRPH7D[LQWKH&RQWH[WRI&XUUHQW
&DVH/DZ3UDKD:ROWHUV.OXZHUý5DV


:HVWDWHGDERYHWKDWWKLVUHJXODWLRQZDVQRWLQFOXGHGLQWKH,QFRPH7D[$FWXQWLO'HFHPEHU
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.PHF-DNRO(YURSVNi~POXYDROLGVNêFKSUiYHFK.RPHQWiĜLQ(QJOLVK(XURSHDQ+XPDQ5LJKWV&RQYHQWLRQ&RPPHQWDU\
Y\GiQt3UDKD&+%HFN
.XEiWRYi.'DĖRYiWHRULHDSROLWLNDLQ(QJOLVK7D[7KHRU\DQG3ROLF\3UDKD$63,DV
0HM]OtN/±9tWHN/±5RH-$GMXVWPHQWVWR$FFRXQWLQJ3URILWLQ'HWHUPLQDWLRQRIWKH,QFRPH7D[%DVH(YROXWLRQLQWKH&]HFK
5HSXEOLF,Q(XURSHDQ)LQDQFLDODQG$FFRXQWLQJ-RXUQDOYROQRSS
0HO]HU)0HWRGRORJLHQDOp]iQtSUiYDÒYRGGRSUiYQtDUJXPHQWDFHLQ(QJOLVK0HWKRGRORJ\RI)LQGLQJ/DZ,QWURGXFWLRQLQWR/HJDO
$UJXPHQWDWLRQY\GiQt3UDKD&+%HFN
0ROtQ-±-LUiVNRYi6/HJDO&RQVHTXHQFHVRIWKH'HWHUPLQDWLRQRI&RUSRUDWH,QFRPH7D[%DVH5HIHUULQJWR,)56,Q(XURSHDQ
)LQDQFLDODQG$FFRXQWLQJ-RXUQDOYROQRSS
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